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A. OUTPATIENTHOSPITAL AND OTHERSERVICES 

1. 	 Except for emergency room, lithotripsy, Federally Qualified Health Centers, laboratory and 
radiologyservices the paymentlevel for outpatient hospitalclaimswill be based on 77% 
allowed charges for urban hospitals and83%allowed chargesfor ruralhospitals. 

2. 	 Payments for emergency room services vary depending on urban/rural designation and 
whether the serviceis designed as "emergency" or 'non-emergency." The 'emergency" 
designation is based onthe principal diagnosis(ICD-9 Codes). Rural hospitalswill receive 
98% of charges for emergency services and65% for non-emergency use ofthe emergency ­
room. Urban hospitalswill receive 98% of charges for emergencies and40% of charges for 
non-emergency useof the emergency room. 

3. 	 Payment for lithotripsyservices is a fixed fee of $2,800. The $2,800 fee is all-inclusive except 
for physicianservices that are billedon the HCFA-1500. The rate includesall servicesrelated 
to lithotripsy for 90 days. No additional paymentwill be made for repeat procedures within the 
90-dayperiod. Treatment of the kidney on the opposite sidewill be paidas a separate 
treatment, butis also subject to the90-dayrestriction. The payment ratewill be reviewedand 
updated annually using economic trends and conditions. 

4. 	 Payment for laboratory and radiology services providedin a hospitalto outpatients will be 
made based on HCPCS codes and an establishedfee schedule, unlessa lesser amountis 
billed. The fee schedule usedto pay physiciansis used to establish payment rates. 

5. Billed charges shall not exceed the usual and customary charge toprivate pay patients. 

6. 	 Paymentsfor all outpatient services arelimited to the aggregate annual amount Medicare 
would pay for the same servicesas required by 42 CFR 447.321. 

7. 	 Payments for physical therapy/occupational therapy are based on the established fee schedule 
unless a lower amount is billed. Fees are established by discounting historical charge, by 
professional judgement, and by the physical therapy and occupational therapy fee schedule. 
Since the amount of physical therapy and occupational therapyIs limited, the selectcase 
management committeeof the facility willdetermine which type of senrice (physical therapyor 
occupational therapy) shouldbe provided for thepatient by the facility.The amountof 
physical therapy providedwill affect theamount of occupational therapy available, vice 
versa. 

Supersedes T.N.I@-Do 00-004 
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A.OUTPATIENTHOSPITALANDOTHERSERVICES(Continued) 

FEDERALLY QUALIFIED HEALTH CENTERS 

Payment for Federally Qualified Health Center services conformsto section 702 of the Benefits 
Improvement and Protection Act (BIPA) of 2000. 

All Federally Qualified Health Centers are reimbursed ­on a prospective payment system beginning 
with FiscalYear 2001 withrespect to services furnished on or after January1,2001 and each 
succeeding year. 

Payment rates will be set prospectively using the total of the center’s reasonable costs for the 
center’s fiscal years 1999 and2000,adjusted to take into account any increase or decreasein the 
scope of services furnished during the center’s fiscalyear 2001. Thesecosts are divided by the 
average number of visits for the two-year period to arrive at a cost per visit. The cost per visit is the 
prospective rate for calendar year 2001. Beginningin FY 2002, andfor each center fiscal year 
thereafter, each center will be paid the amount (on a per visit basis) equalto the amountpaid in the 
previous centerfiscal year, increased by the percentage increasein the Medicare Economic Index 
(MEI) for primary care services, and adjusted in theto take into account any increase (or decrease) 
scope of services furnished by the center during that fiscal year. The center must supply 
documentation to justify scopeof service adjustments. 

For newly qualified FQHCs after Statefiscal year 2000, initial payments are established either by 
reference to payments to other centers in thein the same or adjacent areas with similar caseload, or 
absence of other centers, by cost reporting methods. After the initial year, payment is setusing the 
ME1 methods used for other centers, and adjustments for increases or decreasesin the scope of 
service furnishedby the Center during that fiscal year. 

In the caseof any FQHC which contracts with a Medicaid managed care organization, supplemental 
payments will be made quarterlyto the center for the difference between the payment amounts paid 
by the managed care organization and the amount to which the centeris entitled under the 
prospective paymentsystem. 

Until a prospective payment methodology is established, the state will reimburse FQHCs based on 
the State Planin effect on December 31, 2000. The state will reconcile payments made under this 
methodology to the amounts to which the center is entitled under the prospective payment system. 
This is done by multiplying the encounters during the interim period by the prospectiverate and 
determining the amountsdue to (or from)the centers for the interim period. 

T.N. # 01-010 Approval Date 006/11/01 I 
Effective Date 1-1-2001SupersedesT.N. # 98-014 
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A. OUTPATIENTHOSPITALANDOTHERSERVICES(Continued) 

RURAL HEALTH CLINICS 

Payment for Rural Health Clinic services conforms to section 702 of the Benefits Improvement and 
Protection Act (BIPA) of 2000. -

All Rural Health Clinics are reimbursed on a prospective payment system beginning with Fiscal Year 
2001 with respect to services furnished on or after January1,2001 and each succeeding year. 

Payment rates will be set prospectively using the total of the clinic’s reasonable costs for the clinic’s 
fiscal years1999 and 2000, adjusted to take into account any increase or decreasein the scopeof 
services furnished during the clinic’s fiscal year 2001. These costs are divided by the average 
number of visits for the two-year period to arrive at a cost per visit. The cost per visit is the 
prospective rate for calendaryear2001. Beginning in FY 2002, and for each clinic fiscal year 
thereafter, each clinic will be paid the amount (on a per visit basis) equal to the amount paidin the 
previous clinicfiscal year, increased by the percentage increasein the Medicare Economic Index 
(MEI) for primary care services, and adjusted to take into account any increase (or decrease)in the 
scope of services furnished by the clinic during that fiscal year. The clinic must supply documentation 
to justify scope of service adjustments. 

For newly qualified RHCs after State fiscal year 2000, initial payments are established either by 
reference to payments to other clinicsin the same or adjacent areas with similar caseload, inorthe 
absence of other clinics, by cost reporting methods. After the initial year, paymentis set using the 
ME1 methods used for other clinics, and adjustments for increases or decreasesin the scope of 
service furnished by the clinic during that fiscal year. 

In the case of any RHC which contracts with a Medicaid managed care organization, supplemental 
payments will be made quarterly to the clinic for the difference between the payment amounts paid 
by the managed care organization and the amount to which the clinic is entitled under the. 
prospective payment system. 

Until a prospective payment methodology is established, the state will reimburse RHCs based on the 
State Planin effect on December31, 2000. The state will reconcile payments made under this 
methodology to the amounts to which the clinicis entitled under the prospective payment system. 
This is done by multiplying the encounters during the interim period by the prospective rate and 
determining the amounts due to (or from) the clinics for the interim period. 
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